UNIVERSITY 
OF MICHIGAN 


OCT 11 195 
PUSINESS ADMINS RATIO THK 
Ch Mag AZINE 
, of lhe 
a ! 


Com mu — 








When You Think of Investing ... 


Easy Approach To Vital Statistics 


Steadier Output in Textile Industry 


8 < A 


SEPTEMBER*1950 Price-Earnings Ratios Today 








Stock Yields 
Over 


A MAGAZINE OF THE 
FINANCIAL COMMUNITY 


Vol. XI, N.9 * September, 1950 





"TAGHANGE 


THe Excuance is a monthly publication of the New York Stock Exchange. Editorial Offices, 
11 Wall St., N. Y. 5, N. Y. Telephone HAnover 2-4200. Subscription price $1.00 a year. 





Ten-Year 
Perwod 


OR MORE than two and one-half 

years the average annual yield of all 
dividend-paying common stocks on the 
New York Stock Exchange has been 7.0 
per cent or higher. This is one of the 
longest intervals in the last 20 years that 
the average yield has held to this high 
level. 

Some stocks have returned their own- 
ers less than 7 per cent in the last few 
years; some have yielded more. The per- 
centage yields for each of the last 10 
years, and as of August 15, 1950, which 
are shown in the accompanying table, are 
the median averages for each year—that 
is, the middle figure when the yields of 
all of the individual stocks are arranged 
in order from lowest to highest. 


Rising Trend of Dividends 


An exhibit of yield figures by them- 
selves is not especially informative, with- 
out knowledge of the factors responsible 
for the yield level in any particular year. 
High yields can result from depressed 
market prices, as in the early 1930s, or 
from a rising trend of dividend payments 
—which was the case in the late 1940s 
and, to date, in 1950. 

A substantial expansion in dividend 
payments, which traces back as far as 
1943, has been the main factor contribut- 
ing to recent satisfying yields on stocks. 
Total payments on common stocks listed 
on the New York Stock Exchange have 
increased in each of the last seven years, 
with disbursements in 1949 amounting to 
$4.234.500,000, compared with $2,063.- 
400,000 in 1943. A further increase has 
been recorded in 1950 to date. Dividends 
paid on stocks newly added to the Ex- 
change’s list during this time account for 
part of the gain. But this is a slight influ- 
ence in comparison with aggregate list- 
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ings on the Exchange. By far the greater 
part of the $2,171,100,000 increase repre- 
sents higher per share payments by old- 
established, seasoned stocks. 

Based on this evidence of dividend dis- 
bursements and average annual stock 
yields, the experience of the stock mar- 
ket in the late 1940s (and 1950) is seen 
to differ sharply from that of the middle 
1940s. While total dividend payments 
were increasing only gradually between 
1943 and 1945, the investing public bid 
stock prices up so that the average yield 
was lowered from 6.1 per cent in 1943 
to 5.0 per cent in 1944 and 3.6 per cent 
in 1945, 

It was in 1946 that total dividend 
payments first gained substantially—with 
yearly increases continuing up to the 
present time. Yet here is the record of 
average yields available on all dividend- 
paying common stocks on the New York 
Stock Exchange: 4.8 per cent in 1946, 6.3 
per cent in 1947, 7.8 per cent in 1948, 
then a drop to 7.0 per cent in 1949 as 
share prices finally started to rise, re- 
flecting the continuing gains in dividends. 

The further gains recorded in the prices 





COMMON STOCKS LISTED ON 
NEW YORK STOCK EXCHANGE 


Estimated Average 
Aggreg. Com. Annual 
Div. Payments Yield 
1940 $2.099,000,000 6.1% 
1941 . 2,280,700,000 9.3 
1942 1,997,500,000 7.8 
1943. 2,063,400,000 6.1 
1944 . 2,222,600,000 5.0 
1945 . 2,274,700,000 3.6 
1946 . 2,668,500,000 4.8 
1947 . 3,254,700,000 6.3 
1948 3,806,000,000 7.8 
1949 4,234,500,000 7.0 


1950 .  2,079,400,000 (Aug.15) 7.0 
(1st H.) 





of many stocks up to August 15 of this 
year have not reduced the average yield 
below the 7 per cent level. It is estimated 
that the numerous increases in dividend 
rates, notably in the third quarter, have 
kept the average return equal to the 1949 
level. 

Within the first six months of this year 
251, or nearly one-quarter of all the com- 
mon stocks listed on the Exchange, paid 
higher dividends than in the first six 
months of 1949. It was in the third quar- 
ter that the trend toward higher payments 
became more pronounced, as many large, 
prominent companies increased substan- 
tially their distributions to stockholders. 

It is not unique for stocks to give 
meagre response to higher dividends. 
Back in 194] aggregate dividend pay- 
ments gained somewhat over the 1940 
level, but stock prices slumped so severely 
that by the end of 1941 the average yield 
was 9.3 per cent, compared with 6.1 per 
cent in 1940. This was by far the widest 
change in the average yield, from one 
year to another, during the last decade. 
The events of 1941 are so well remem- 
bered as to need no re-telling here. Stock 
prices so low that they returned 9.3 per 
cent in dividend income reflected inves- 
tors’ coldly realistic outlook on the fu- 
ture. Less than two years later these esti- 
mates were revised, and stock prices 
started their upward climb. 


Long Duration of High Yields 


What is unusual in the recent situation 
is the long duration of a relatively high 
level of stock yields. The trend of stock 
prices prior to the Korean crisis, and the 
recovery which has taken place since July, 
suggest the possibility that yields may be 
in the process of adjustment to a some- 
what lower level. This may result from 
other factors beside the action of prices. 
The prospect for dividends is being widely 
re-examined by investors in the light of 
proposals for additional taxation of cor- 
porate profits. 
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WHEN YOU THINK OF INVESTING... 


sUPPOSE a friend you hadn’t seen for 
some time said—in a conversational 
sort of way: 

“Joe, some pretty wise men I know are 
getting together to buy the biggest auto- 
mobile company in the world. There are 
still a few partnerships open and you can 
come in for any amount you like. Inter- 
ested ?” 

Or suppose you were invited to become 
a partner in a prosperous mail order com- 
pany, or in the world’s largest steel busi- 
ness, Does it seem possible you'd hesitate 
and say: 

“Well, now, I don’t know. Is it a good 
company? Do you think it’s an up-and- 
coming business? Is it safe?” 

The answer seems obvious. And yet mil- 
lions of small savers—small businessmen 
as well as wage earners who spend half 
their lives wishing they were in business 
-pass up chances of partnerships such as 
these every day. Pass them up because they 
are either (1) totally unaware that the 
only way they can acquire such partner- 
ships is through ownership of stocks, or 
(2) knowing that, shy away from such 
investment because “I don’t know any- 
thing about buying and selling stocks” 
and “stocks are risky.” 

Still, more than ever before, the aver- 
age citizen with surplus savings—funds 
in excess of life insurance, savings account 
and some Government bonds—can hardly 
afford to ignore selected common stocks 
as a medium for investment. For owner- 





FREDERIC LEWIS 


ship of common stocks is the only means 
by which he can cope with his three big- 
gest financial and economic problems:— 

Obtaining increased income to help 
meet today’s inflated cost of living; 

Adding to his capital despite heavy 
taxes; and 

Sharing in the tremendous growth of 
American industry. 


Investor’s Status during Inflation 


None of his other investments—as essen- 
tial as they all are—can contribute posi- 
tively to the solution of these problems. 
They are all forms of static, defensive in- 
vestments, They are contracts expressed in 
terms of fixed numbers of dollars. A share 
of stock has no fixed value. It is a portion 
of a business, and as the business goes, so 





COMMENTATOR ON 
FINANCIAL SCENE 


Mr. Shulsky, who has been a 
member of financial staffs of 
New York City newspapers for 
the last 15 years, is Assistant 
Financial Editor of the New York 
Journal-American and of the In- 
ternational News Service. 

He possesses a faculty for cut- 
ting through the complexities of 
the securities business and effec- 
tively dramatizing the simple, 
basic facts. He is a contributor to 
several national magazines. 











A View of the 
Benefits and Risks 
that Accompany 
Common Stock 


Ownership 
BY SAM SHULSKY 


goes the value of its parts. It alone, for 
example, can aid in staving off the rigors 
of inflation. Today the average return from 
all dividend-paying common stocks listed 
on the New York Stock Exchange is 7 
per cent. And included among these are 
securities of companies which have been 
paying dividends annually without inter- 
ruption for 20 years or longer. 

Fully as important as a good yield is 
the opportunity that stock ownership af- 
fords millions of sharing in American 
business and its growth. . 

Who hasn’t heard the complaint: “My 
grandfather had a chance to buy stock” 
in one of the now famous corporations, 
“for a few dollars a share but passed it 
up.” And yet it is debatable whether 
American business has ever made as great 
strides as it is making today. E. I. du Pont 
de Nemours, alone, reports that no less 
than 60 per cent of its current sales are 
in products which were in their infancy, or 
entirely unknown, only twenty years ago! 
Research into new products is today re- 
ceiving a greater share of the American 
corporation’s budget than ever before. 
Those who have backed their faith in this 
continued growth with their money have 
been well rewarded. Will they continue to 
be? Judge for yourself: 

In the last decade, the population of the 
United States increased more than the en- 
tire population of Canada. The equivalent 
of an entire nation has been added to the 
customer lists of our businesses. 








These arguments have not been lost on 
an increasing number of American savers. 
They are turning to stock ownership in in- 
creasing numbers. American Telephone & 
Telegraph Company’s ownership list is 
approaching the million mark — and not 
one of this number owns as much as | 
per cent of the company. There are nearly 
14,000,000 individual stock holdings in 
700 prominent companies—which is just 
about half the total number of companies 
listed on the New York Stock Exchange. 
More than half of these 14,000,000 stock 
holdings have a value of $500 or less: 
fully 90 per cent are for less than $5,000. 

These investors obviously have an- 
swered the question, “But aren't stocks 
risky?” with the more pertinent one of 
“Can I afford not to own a share of Amer- 
ican business?” 

The problem of, “But I don’t know any- 
thing about buying and selling stocks,” 
they overcame by the simple expedient of 
going to someone who does know, in ex- 
actly the same way they discuss their life 
insurance needs with an experienced in- 
surance broker and their health with their 
doctor. 

Choosing a broker should be no more 
difficult. His standing can be just as fully 
vouched for by his membership in recog- 
nized associations, by your bank and by 
other acceptable financial advisers. 


Element of Risk 

Stocks, of course, are risky. Prices can 
vo down as well as up. 

Ownership of any form of property or 
business also has risks—from a house and 
lot to bonds; your own shoe store. The 
only one who can completely escape finan- 
cial risk is the one who has nothing. Even 
the mere holding of dollars in a saving 
bank, or in an annuity, or under a mat- 
tress, involves risk. For dollars are far 
from constant in value, and the rainy day 
they are called upon may find them worth, 
in purchasing power, only half of what 
they were worth when they were put aside. 

The chief problem facing the small in- 
vestor is not how to buy stocks nor the risk 
involved in their ownership, but rather the 
purpose of his investment. If he considers 
the stock market as a gambling table onto 
which he places $1,000 with the hope he 
will collect $2,000 tomorrow, then he must 
be prepared, of course, to get nothing back 
tomorrow. For this use of the market he 
needs little more than the “hunches” that 
go with all forms of gambling. 

A valid justification for the small saver 
buying stocks is an investment program in- 
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fluenced by the same long-term thinking 
which leads him to build a savings ac- 
count, buy some government bonds and 
life insurance. In buying stocks he is not 
looking for a “killing” but for reasonable 
appreciation of his capital, plus a better 
return on his money that he can possibly 
obtain elsewhere with an equal risk. 

In order to follow such a program suc- 
cessfully, a program of action is neces- 
sary, not so much as a “scheme” to “beat” 
the market but as a means of governing— 
or rather overcoming—one’s own tendency 
to be tempted by “a good thing.” 





A. DEVANEY 


Worker tests tank of the miracle drug, 

aureomycin, The chemical field is one of 

several industries which have expanded 

widely, mainly through the introduction of 
new products. 

There are many investment systems, 
ranging all the way from complex bond- 
versus-stock ratios to the simple expedient 
of buying a few shares of a leading corpo- 
ration every year, or whenever surplus 
funds become available. Whatever the sys- 
tem, it must be strong enough to disregard 
day to day price variations as insignificant 
in the total picture. 


Price Variations 


One program—the “dollar cost” averag- 
ing method of acquiring securities—in fact 
uses price variations to the advantage of 
the investor. Here, the buyer sets aside a 
certain number of dollars with which to 
buy securities at fixed intervals. He then 
acquires as many shares as his dollars will 
buy. When stocks are high he buys fewer 
shares, when stocks are low his money 
gets him more. In this way his overall 
average will be less than the straight math- 
ematical average of the price during the 
period of his purchases. 

The question of what stock to buy, or, 
first, what industry to invest in, is, of 


course, vital to a program’s success, but 
not necessarily beyond the ken of the in- 
telligent person in consultation with an 
experienced broker. It is up to the in- 
vestor to ask himself the same questions 
he would ask if he were preparing to go 
into business for himself: 

“Do I think the automobile business will 
continue at its present high level? Would 
I rather go into the coal business, or into 
oil? What about electrical equipment 
manufacturers? Will the movies suffer 
from television, or will they surmount that 
difficulty? Will the trend toward greater 
use of office machines continue? Will con- 
sumer financing continue to grow, or will 
it decline?” 

Facts Readily Available 

Selecting individual stocks calls for an- 
alysis and research, for which every large 
brokerage organization maintains facili- 
ties for its customers’ use. Furthermore, 
lists of consistent earners, long dividend 
payers and industry leaders are available 
on every hand. Then, too, there are the 
lists of stocks favored by the professional 
investors—the large trusts who devote all 
their efforts to investing money for others. 

Without attempting to play tipster, it 
should be obvious that if no less than 66 
professionally managed investment trusts 
hold shares of Standard Oil of New Jersey 
and 63 have invested in Montgomery- 
Ward, these two companies must have 
satisfied more than one test of satisfactory 
investment media. The names of the lead- 
ing corporations in American industry, 
their age, their earnings, their manage- 
ment, their dividends, and their growth 
are no secret. 

There is no attempt here to minimize the 
problem of picking proper securities for 
small savers who can invest at most, per- 
haps, but a few hundred dollars a year. 
But difficult and important as this is, how- 
ever, there are advisers qualified to give 
assistance; and this help is given more 
readily, more conveniently, and at less ex- 
pense than in any other advisory business 
or profession. 

What no one but the investor himself 
can do, however, is adopt a conservative, 
long-range policy for stock purchases 
which must be the heart of every successful 
program. He must get himself to think in 
terms of long-range ownership, apprecia- 
tion and income, and not quick “in and 
out” profits, Thus directed, a well-rea- 
soned stock purchase program can proper: 
ly be considered an integral part of any 
man’s planning for the future. 
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AN ELEMENTARY 
APPROACH ‘TO 


CHARLES PHELPS CUSHING 


COMMON STOCKS wy wis. cea 


r you were preparing to buy your 

first common stock for investment, how 
would you go about it? Would you decide 
that the stock must pay you 5 or 6 per 
cent a year in dividends on the money in- 
vested in it or you would pass it by? 
Would you, by referring to a list of com- 
mon stocks paying 5 or 6 per cent, select 
the one with the highest price—thinking 
that an indication of “quality” was shown 
by the price—or would you settle for the 
lowest-priced stock? 

An experienced investor would tell you 
that to consider either a percentage of 
desired income, or a price, of most im- 
portance in starting an investment study 
would be to approach the problem from 
the wrong end. Something far more useful 
than the price at any moment should head 
an inquiry into common stocks. If the 
amount a stock pays as income is impor- 
tant—it usually is to most investors—then 
when a certain element is found and 
proved among a number of stocks, the mat- 
ter of choice to get the dividend income 
sought becomes simplified. Selection is 
made easier because the investor has forti- 
fied himself against some of the risk that 
goes with common stock investment. 

The element standing at the top of re- 
search work is worth. And by that word a 
great deal more is meant than the use often 
made of it—“What do you think that used 


car is worth?”—meaning the price that a 
dealer would pay for it. Worth in a com- 
mon stock sets price aside while values 
represented by the stock are being ex- 
amined thoroughly. Worth is a topic call- 
ing for discussion as a supplement to the 
preceding article by Mr. Sam Shulsky. 

Common sense says that, unless an in- 
vestor can decide (and help in deciding 
can be had freely in the research depart- 
ments of New York Stock Exchange mem- 
ber firms) that a stock is worth to him as 
much as the market price for it, he should 
look for another. A deliberate choice 
based upon worth marks a dividing line 
between investment and haphazard specu- 
lation. 

Before deciding upon a purchase of a 
company’s stock, there are a great many 
factors besides underlying worth to be 
considered. A prospective buyer will want 
to be informed on such matters as: the 
trend of general business conditions; the 
company’s prospects for the future; how 
re-armament plans will affect the com- 
pany’s output and profit margins; the po- 
tential effect of added taxation of cor- 
porate profits. 

These are but a few considerations 
which daily have a bearing upon the trend 
of stock prices. There are a great many 
others, often more removed from the im- 


mediate business sphere—the course of 


international affairs and domestic politi- 
cal events may be mentioned as examples. 

This article provides a mere starting 
point for study of only one phase of se- 
curities analysis—the basic properties be- 
hind stocks. 


How Is Worth Revealed? 


How is worth revealed? Is it found in a 
corporation’s earnings? Only in part, and 
then in the results of a series of years, not 
of one, two or three years. Boom years for 
business, like those since 1945, may con- 
tain pitfalls for judgment about a stock’s 
real worth, Is worth pictured in the names 
of a company’s directors? Names of suc- 
cessful executives on a Board of Directors 
supply a guide in the search for worth; 
but the part that management plays is 
found in figures. What figures ? 

Figures, meaning statistics, which show 
the extent of earnings in a year, a quarter 
or half-year as made public by corpora- 
tions whose securities are bought and sold 
on the Stock Exchange, are easily read and 
understood. If the company made a profit, 
the amount is seen at a glance. Most com- 
panies show the gain in dollars, often the 
gain in percentage as well, over the same 
period of the preceding year. No problem 
exists here in sizing up the success a corpo- 
ration has had; and a loss, or a falling off 
of profit, is equally clear to read. But earn- 
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ings are only a guide post along the road 
to knowledge of underlying worth of a 
common stock. 

Dividend payments are valuable fig- 
ures: don’t they show a stock’s worth? 
Dividends are evidence of worth, but to 
the extent that dividends throw light on a 
corporation’s worth to investors, the in- 
quirer must make allowances. The divi- 
dend of one quarter-year, or of a full year, 
may be higher or lower than in the preced- 
ing quarter or year. A long record of good 
dividend payments may be interrupted if 
earnings decline; it is unusual, but it does 
happen, that a dividend can be omitted for 
a time to a company’s benefit. The owner 
of its common stock temporarily lacks in- 
come from it, but the money he might have 
received, when money is earned, is used to 
make the company stronger—improving 
its worth and the ultimate value of its 
stock, 

If dividends, earnings, directors (man- 
agement) do not fully show a corpora- 
tion’s worth to investors, what does com- 
prise it must be hidden in a mass of figures 
called a “balance sheet.” Is this the case? 
Yes, worth is there but not hidden; and it 
is not necessary that an investor under- 
stand all the statistics of a balance sheet to 
get a pretty good idea of a company’s 
worth...to him. 

Remember, we are discussing the things 
that stamp worth upon a stock, looking to- 
ward the figures that experienced investors 
first examine before buying; so a brief re- 
view is in order. An investor wants to see 
a record of good, consistently good, earn- 
ings before acquiring an interest in a 
corporation with his surplus money; he 
wants reasonably good, consistently good, 
pay in dividends on the money. He wants 
assurance that a management is alert and 
progressive. He will be interested also in 
the “value” of the company’s owned 
property. 

What is meant by property? Factories. 
machinery, railroad tracks and cars, real 
estate and so on? Yes, and more than 
these. Cash is property, securities owned 
by a company are property, goods made 


up for sale, goods going through factory 
processes, raw material, open accounts 
representing goods sold but not yet paid 
for in full, all are property. Every form 
of property that a company owns, added 
together, make up a company’s assets as 
shown in its balance sheet. 

Having seen that a company owns con- 
siderable property of various kinds, the in- 
quiring investor needs to learn how free 
the property is of debt, or other charges 
against it. Then attention will go to the 
company’s results in providing reserves 











from past earnings to cover wear and tear 
on plant, machines, etc. Property value 
is determined by first subtracting debt. 
preferred stock and other definite charges 
from total assets. Then intangible assets. 
such as patents and goodwill are de- 
ducted. A division of the remaining sum 
by the number of common shares out- 
standing will give the book value of each 
share of stock. 

Book value, by itself, is scarcely a guide 
to a stock’s worth. Investors rightly place 
stronger emphasis on a company’s status 
as a going concern—that is, earning 
power demonstrated and in _prospect- 
than they do upon the valuation set upon 
brick, mortar, steel, or related assets, used 
in producing earnings. Yet the well-known 
security analyst, Benjamin Graham, has 
said: “Let the stock buyer, if he lays any 
claim to intelligence. at least be able to 





CURRENT ASSETS 
(Property owned) 
Cash . .... . $13,516,666 
U.S. and other securities 28,752,378 
Trade notes, acc’t. rec. 10,465,394 
Inventories 27,191,672 
Total $79.926,110 





CURRENT LIABILITIES 
(Debts, etc.) 
Accounts payable 
Taxes 


$ 7,628,536 
15.602.596 


$23.231,132 








tell himself, first, how much he is actually 
paying for the business, and secondly, 
what he is actually getting for his money 
in terms of tangible resources.” 

A computation which investors gen- 
erally find more useful is the amount of 
a company’s working capital. The figures 
in the accompanying table, which are 
taken from the balance sheet of a large 
corporation which has demonstrated its 
worth for more than 50 years, can be 
used to grasp the necessary facts. 

By subtracting the right-hand total from 
that on the left, the difference is found to 
be $56,695,978. This difference, which is 
about 34 times the amount of the money 
owed—items that must be paid in a short 
time—is the company’s working capital, 
and it is decidedly important in judging a 
company’s worth, 


Valued Figure in Securities Analysis 


Working capital is what experienced 
investors usually examine first of all when 
looking into property figures. For an in- 
dustrial company, net working capital, 
consisting of cash, securities, money due on 
goods sold, goods, themselves, which are 
either on hand (and paid for) or being 
made up into salable goods, equal to twice 
or more the money owed for early pay- 
ment, represents good management. The 
company is considered in a comfortable 
position; under ordinary conditions, a 
company with strong working capital is 
faced with no necessity to borrow or to sell 
additional stock. 

This review is intended solely as an in- 
troduction to study of a corporation’s 
worth. A broad inquiry into a company’s 
property values, and the productive use of 
such property to earn money for divi- 
dends, calls for specialized analysis; but 
any investor applying simple arithmetic 
to a balance sheet, starting with current 
assets and current liabilities, can get an 
idea of a stock’s foundation in property 
values. 

In seeking principles with which to 
judge the worth built up behind a common 
stock, the investor will allow for excep- 
tions to any rule, There are industrial 
companies with good records of manage- 
ment, earnings and dividends that require 
less property for profitable operation than 
others do. 

In a thorough search for values in a 
company’s property, trained guidance is 
often required. The investor should, how- 
ever, find assurance that real worth is pres- 
ent in a stock before making a decision to 
invest. 
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TEXTILE COMPANIES 
REDUCE WIDE SWINGS 
IN BUSINESS ACTIVITY 


HE textile manufacturing scene has 

experienced several important changes 
during the last seven years. Conditions in 
the industry traditionally have varied be- 
tween wide extremes of boom and depres- 
sion. Many companies have now integrated 
their operations, with the result that they 
control every step from procurement of 
raw material through the manufacture of 
finished goods. It is hoped that better 
control over the various stages will even 
out, to some degree, the former wide 
swings in activity. 

During a boom in general business, tex- 
tile companies usually have made fair to 
good net earnings. The war and post-war 
expansion of demand enabled many com- 
panies to increase their working capital, 
for this enlarged business exceeded any- 
thing the industry had experienced in pre- 
ceding years. With capital growth, man- 
agement could concentrate upon the up- 
building of integration processes, partly 
through company mergers, and work into 
increased diversification of individual 
company products. This latter develop- 
ment was furthered by the discovery of 
new fibres, such as nylon, and perfected 
methods for combining various fibres into 
the manufacture of a multitude of fabrics. 

Another post-war event of marked in- 
terest to investment researchers has been 





the coming of formerly closely-held textile 
corporations into public ownership. Some 
of them are included in the statistics pre- 
sented in this discussion, the third of a 
series dealing with companies that receive 
less attention in published material than 
many corporations of the heavy industries. 
In the sampled list several leaders of the 
industry are found, but generally speak- 
ing, the companies are less prominent as 
industrial units. Relatively few long-main- 
tained dividends are recorded, although 
this point is subject to reservations in some 
respects, The dividend history of particu- 
lar concerns goes little farther back, in the 
tabulation, than the year when they were 
listed on the New York Stock Exchange 
and such listing occurred after re-capitali- 
zation and the distribution of stock owner- 
ship from a few hands into many hands. 


Moderate Level of Earnings in 1949 
The figures make it evident, also, that 
even in an active business year such as 
1949, earnings per-share were moderate in 
numerous instances and smal] in others. 
Perhaps later events may show 1949 re- 
sults to have been “average.” Demand for 
textile goods was somewhat smaller in 
1949 for some companies than in 1948 and 
1947, while so far this year consumption 
has been improving over 1949 records. 





(Above) Rayon and cotton cords for use 

in manufacturing tires. (Left) Cotton is 

drawn out and twisted into yarn form on 

spinning-mule. (Below) Weaving room in 
South Carolina mill. 
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Analytical studies of the companies en- 
gages elements in addition to comparative 
earnings and dividend payments. If any 
industry is closely geared into population 
trends it is the textile business. Research 
allows for the millions of additional con- 
sumers brought into the picture since 
1939. It makes allowance, in scanning 
prospects for (1) the extent of newly in- 
tegrated manufacturing procedures among 
the textile makers, (2) the popularity of 
relatively new fabrics, and (3) suecessful 
diversification into semi-finished and fin- 
ished goods’ fields. 

Diversification involves other elements, 
too, as this brief summary of principal 
products and activities of sampled com- 
panies of the table discloses: 


AMERICAN Viscose Corp....It is the 
largest U. S. producer of rayon yarn and 
rayon staple fibre by the viscose process; 
also, through a subsidiary, it produces 
cellophane and plastic materials, and, 
since 1948, it has employed a newly-de- 
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veloped continuous spinning method for 
making viscose rayon textile yarn. 

3URLINGTON Mitts... Manufacturer of 
fabrics woven from rayon and nylon yarns 
and mixtures; also hosiery, ribbons, cot- 
ton fabrics, etc. 

GoopDALL-SANFORD, INC... . A special- 
ized manufacturer of fabrics and men and 
boys’ wearing apparel sold under long- 
established trade marks; also woolen and 
drapery fabrics, auto and furniture up- 
holstery, cloth for uniforms, shirts and 
women’s suits and dresses. 

Reeves Bros., Inc. .. .A fully integrated 
cotton textile manufacturer, acting as well 
as a commission house and converter of 
cotton textiles. Company’s trade marked 
products are used in making sportswear, 
shirtings, work clothing, airplane cloth 
and dress goods. 

J. P. Stevens & Co... . One of the larg- 
est and most diversified manufacturers of 
textiles, and merchandisers, as well for 
other manufacturers. Produces cotton and 
fabrics in “grey” and finished 
states; woolens and worsteds in finished 


rayon 


form only. The company represents an 
outstanding instance of diversification de- 
rived in recent years through mergers. 
Unirep Mercuants & Mrrs., INc....A 
holding company. Subsidiaries make cot- 
ton. rayon and other fabrics in this coun- 
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Cotton beamer in carpet making industry. 


try, South America and Canada, and do a 
general factoring business. It owns a 70- 
for retailing men’s and 
women’s clothing. 

Van Raacte Co., Inc. .. . Manufactures 
women’s hosiery, underwear, gloves, laces, 
nettings, veilings and kindred products, 
using nylon, rayon and cotton. The out- 
put is sold directly to dealers. According 
to comment in a statistical manual, the 
company’s long-established trade position 


store chain 








TEXTILE MANUFACTURING COMPANIES 

Year Div. Earnings Per Share 1949 

Began (a) 1949 -1950 — Div. 
Adams-Millis Corp. . 1928 $4.81 6mos.June $1.94 $3.00 
Am. Viscose Corp... . . 1939 9.32 6 mos. June 7.50 4.00 
Beaunit Mills . 1940 2.1701) 3 mos. June 1.34 0.75 
Burlington Mills . 1931 4.31 9mos.Julyl 3.38 1.50 
Cannon Mills Co. 1890 4.30 N.A. Ry 
Celanese Corp. 1939 3.19 6 mos. June 3.61 2.40 
Goodall-Sanford, Ine. . 1921 1.88 39 wks. March 1.594) 1.3714 
Gotham Hosiery Co. 1942 1.31 6 mos. June 0.45 1.45 
Industrial Rayon Corp 1931 6.01 6 mos. June 4.07 3.00 
J. Kayser & Co. . 1934 By 9mos. March 0.89 1.00 
M. Lowenstein & Sons 1940 1.32 6 mos. June 3.58 2.00 
Phoenix Hosiery Co... 1946 1.10 6 mos. June 0.5064) 0.50 
Real Silk Hosiery Mills . 1945 1.71 6 mos. June 0.78 1.00 
Reeves Bros., Inc. . 1942 4.1] Year, June 2.44 1.50 
J. P. Stevens & Co., Ine. 1935 9.14 6mos. April 2.87 2.49 
Textron, Ine. . 1942 1.89¢d) 6mos. July] 0.924) 1.00 
Un. Merch. & Mfrs., Inc. 1940 2.67 9mos. Mareh 2.13 1.00 
Van Raalte Co... . 1935 9.06 6 mos. June 1.01 2.50 
Wayne Knitting Mills . 1936 3.46 6 mos. June 2.11 1.65 
Wyandotte Worsted Co. 1920 2.90 6 mos. May 0.51 1.50 
(d) Deficit. (a) First vear of annual nsecutive civic Be led ) 
(N.A.) Not available 














is valuable in a business marked by keen 
competition and uncertainties of style 
changes. 

Investment students discover early in 
their work that synthetic fibres are, more 
and more, taking the place of older staples 
in fabric production. The Department of 
Labor’s Bureau of Statistics reported re- 
cently that domestic deliveries of rayon 
were almost 50 per cent greater in the six 
months ended June 30 this year than a 
year before. Employment at the mills 
reached the largest total in 15 months, 
The relatively low price of some synthetic 
fibres, compared with natural fibres, is 
credited with much of the advantage 
gained by the former; and mixtures of 
synthetic and natural spinning materials 
have broadened the scope of much manu- 
facturing. 

Researchers will also take into account 
recent probable effects upon costs of high 
prices for wool, among other basic textile 
raw materials. News from Australia this 
month told of advances of as much as 40 
per cent in prices paid at auction for wool 
over 1949 prices. Wool prices have been 
rising for several years, and this year stock 
piling in some countries because of the 
uncertain international situation is aggra- 
vating the world price position. 

Raw material prices, especially when 
few signs are discernible of a reactionary 
trend among fibres in greatest demand, 
lend emphasis to progress in integrating 
manufacturing methods. Hence, research 
among such producers as the statistics 
suggest has a definite goal to aim at. Of 
hardly secondary importance is diversifi- 
cation, although in this area certain quali- 
fications enter. 

It is noticeable that some of the “spe- 
cialized” companies, engaged in a rather 
limited product output, stand in the lower 
bracket of per-share earners. The rule does 
not, however, have a general application; 
and a study of balance sheets and income 
accounts discloses that the calibre of man- 
agement is revealed strongly among com- 
panies which are engaged in a business 
marked by strenuous competition. 


‘ 





Statistical and other factual information 
as well as comment regarding any securities 
referred to in THE EXCHANGE have been ob- 
tained from sources deemed to be reliable, 
but THE EXCHANGE assumes no responsi- 
bility for their accuracy or completeness. 
Veither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 
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Surveyed 


BY EDWARD L. BARNES 


\ EASURED by any combination of 
4 statistics, 1950 will be a year of in- 
flation-prosperity whether attributed to 
deficit financing, military operations, de- 
fense spending or other cause. Total busi- 
ness profits should amount to at least $19 
billion dollars after taxes. While overall 
corporate profits of American industry 
will be anywhere from 7 per cent to 10 
per cent higher than last year, the increase 
in cash dividend payments will probably 


be even larger, ranging from 10 to 15 per 


cent. 
Considering that because of the upward 
climb in dividends, 50 representative com- 


mon stocks now yield 2.6 times the income 
to be obtained from high grade bonds, in- 
vestors are virtually certain to accord 
strong preference to stocks in the building 


of income portfolios. Although the Dow. 
Jones industrial average is approximately 


50 points higher now than in the spring of 
1949, the ratio of stock yields to bond 
vields is just as favorable today as it was 


when the stock market was much lower. 

Everything is relative in the investment 
field and one never can determine whether 
the stock market is high or low except by 
reference to other data. Even after all pos- 
sible comparisons have been made, only a 
qualified conclusion is in order because of 
unknown future events. Based on most con- 
ventional statistical tests embracing busi- 
ness volumes, profits, dividends, yields, 
money rates and business outlook, the 
stock market is not high. 


Stock and Bond Yields Compared 


By one test, the relationship of stock 
yields to bond yields, the market is low. 
There have, for example, been times in the 
past when the market capitalized divi- 
dends at 5 per cent (price of 160 for an $8 
dividend-paying stock) and even at 4 per 
cent (price of 200 for an $8 dividend-pay- 
ing stock). 

High-grade bonds command prices 
thirty-five to forty times their coupon rate. 
The average common stock can be bought 
at about seventeen times the dividend rate. 
Granting that variation in the risk factor 
might warrant the disparity, who can 
assert that the next decade will not be as 
damaging to the purchasing power of 


funds in bonds as in the last ten years? 

The present phenomenon could be an 
exception to the rule, but it is rather im- 
pressive to observe, first: on each occasion 
during the last quarter century that com- 
mon stocks could be purchased to yield 
1.7 to more than twice bond yields, the 
stock market was a purchase; second, ref- 
erence is made to the tidal or major price 
swings and not to short run_ trading 
fluctuations. 

Farms and factories are enjoying excep- 
tional prosperity so far as total dollars of 
income are concerned. That the dollars 
will not buy as much as a decade ago is a 
sad truism. It explains in part the insistent 
demand for common stocks as the public 
seeks to ease the strain on its wallet. 

Rapid changes in prices and demand 


conditions due to the Korean crisis fore- 
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sumer credit up $660,000,000, (excluding 
home mortgages) to a record total of $20,- 
340,000,000 as of July 31. 


Some commentators reason that the 


SAMPLED CASH DIVIDENDS PAID ON COMMON STOCKS 


(In millions of dollars) 





Phillips American Caterpillar Borg- General General _ St. Oil . : : 

Petroleum Tobacco Tractor Warner Motors Foods _ of Calif. market is too high because of the Russian 
1944 . $98 $145 $3.7 $3.7 $132.0 $8.9 $26.0 threat. With even stronger logic it can be 
1945 8 14.5 47 3.7 132.0 8.9 26.0 argued that, should the Reds plunge the 
1946 as 98 14.5 5.6 37 99.1 11.1 29.9 world into a global conflict, the fear of in- 
1947 an 17.7 5.6 7.9 132.1 11.1 41.6  flation would in time become the dominant 
1948 3 90.1 5.6 12.2 197.8 11.1 52.0 price force in public markets. Our small 
1949 12. 21.5 6.5 11.6 351.3 12.5 54.5 military commitment in Korea started the 





shadow higher corporate profits and farm 
income in 1950 than was deemed possible 
last spring. Corollary to the expanded de- 
mand for commodities and services inci- 
dent to war and defense spending, Ameri- 
can corporations will distribute the largest 
aggregate of cash dividends in history. 
This is a dynamic stock market factor. 

Farmers’ net income for 1950 is esti- 
mated by the Department of Agriculture 
at $13,000,000,000. Gross farm income 
which includes Government payments, 
rental value of dwellings, value of home 
consumption and cash receipts from mar- 
ketings is expected to reach $31,500,000,- 
000, or only 2 per cent less than last year. 
However, the $27,500.000,000 cash in- 
come predicted for 1950 will be the fourth 
largest total in the nation’s history. 

Hand in hand with rising costs, corpo- 
rations are taking in more dollars through 
increased sales than ever before. The ex- 
traordinarily high sales volumes now 
being reported by business firms result in 
part from higher prices and only in part 
from increased demand. 

In terms of dollars, many a corporation 
has doubled or tripled its sales in the last 
five to ten years. Its physical or unit out- 
put, however, did not increase at anything 
like the dollar rate of gain. The buyer, 
with some exceptions, does not get as much 
for his money as formerly, This is the typi- 
cal inflation pattern which is commonly 
described today as prosperity. 

Everyone, especially the purveyor of 
essential raw and finished materials, has 
more dollars than ever before. Stockhold- 
ers at long last are participating in the 
inflation spiral. (See accompanying 
table.) For years and years, the advance 
in wages and corporate taxes ran far ahead 
of the improvement in dividends. But in 
1950 the stockholder is realizing a larger 
share of the fruits of his frugality. Small 
wonder that stock prices have been rising. 
Rightly or wrongly, public sentiment is 
influenced more by dividends than by 
earnings. 
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A favorable earnings statement is a 
promise for the future, but it takes divi- 
dends to buy groceries. Usually, for no 
analytical reason, a dollar in dividends is 
capitalized more generously than $2 in re- 
tained earnings. Many of the dividends 
being paid this year flow from retained 
earnings of other years when stocks could 
have been purchased at lower prices. Pa- 
tience is a virtue tinged with gold in the 
investment world. 

The race of prices, wages, taxes and 
dividends is an endless affair. No pro- 
nounced advantage can be gained in one 
category without injuring the others. The 
serious lag in dividend distributions kept 
the stock market at a low level despite sen- 
sational gains in national income and 
wage scales. With aggregate dividends 
finally displaying an upward trend, the 
public is taking a livelier interest in 
stocks. This is fortunate for the national 
economy because the broader the capital 
market the easier it is for enterprise to 
mobilize dollars for expansion of plant 
and conquest of new markets. 


Most Stocks Owned Outright 


Another relevant comparison which 
supports the view that the stock market is 
not high—even after a 50 point rise—is 
the evidence in banking statistics that there 
is no abuse of credit by investors, It is safe 
to say that most stocks are owned outright, 
and that little involuntary liquidation 
could be forced by a price break. 

To begin with, stiff margin require- 
ments of 50 per cent are in force. Report- 
ing member banks have not significantly 
expanded loans to brokers and dealers for 
the purpose of purchasing or carrying se- 
curities. Member bank loans to brokers 
and dealers aggregate only about $1,800,- 
000,000 and of this sum $900.000,000 of 
loans are used for carrying Government 
securities. 

When it comes to credit expansion, the 
stock market is a piker. In the single 
month of Julv. war-scare buying sent con- 


dollar declining again. This is serving to 
drive more capital into common stocks, 
especially during periods of market weak- 
ness. 

The declining trend of the dollar during 
World War LI is vividly in the memory of 
investors. The new advance in commodity 
prices since Korea has led to additional 
government controls. They can defer in- 
flation but cannot prevent it. 

Perhaps nothing is better calculated to 
keep American farms and factories run- 
ning full blast than the warlike attitude of 
Russia. Whereas the Communists were 
predicting and impatiently awaited a great 
depression in the United States, the Reds 
by their own threats plus hostile acts are 
forcing government spending to the tune 
of untold billions of dollars. With the 
possible exception of war years, American 
industry is certain to experience an inter- 
val of the greatest sustained industrial 
activity in its history. Ironically, the Com- 
munists are goading capitalist countries to 
new miracles of production. 

Only limited reflection of the earnings 
withheld from stockholders and reinvested 
in plant and equipment is found in going 
stock prices. For example, at the close of 
1949 the book value of eight auto parts 
companies was 45 per cent higher than 
at the beginning of 1946 and it was 80 per 
cent higher than in 1942, The book value 
of ten other large industrial corporations 
is 48 per cent higher than in 1946 and is 
65 per cent ahead of 1942. 

Comparing the present level of indus- 
trial stock prices with the 1946 top, there 
has been a net gain of only 5.5 per cent. The 
Federal Reserve Board production index 
this year is expected to average 25 per 
cent higher than the 1946 level. Aggregate 
dividend payments in 1950 will be well 
upwards of $8,000,000,000 and perhaps 
40 per cent or more ahead of 1946, Com- 
modity prices and wages range well above 
the 1946 level. Business profits after taxes 
are estimated to be 28 per cent higher than 
in 1946, Stock prices alone lag far behind 
the other indexes of national economic 
activity. 


S an aid in appraising the level of 
A stock prices, this publication period- 
ically surveys the relationship of market 
price to annual per-share earnings for a 
sampled group of issues. 

There was a time in the years imme- 
diately following World War II when 
price-earnings ratios lost some of their 
usefulness, because many companies re- 
tained a large share of their net earnings 
in order to finance expansion of their 
manufacturing facilities. It was not un- 
usual, in 1946, 1947 and 1948, for com- 
panies to distribute as little as 40 per 
cent of their net income to stockholders. 
Certain stocks sold at a low multiple of 
annual per-share earnings largely, in the 
view of market technicians, because earn- 
ings were not indicative of the prospect for 
dividends. 

Beginning with 1949 stockholders have 
received a larger proportion of corpor- 
ate net income. Although the combined 
net earnings of companies listed on the 
New York Exchange dipped last year 
about 10 per cent below the 1948 level, 
total dividend payments to stockholders 
increased by 9.8 per cent during the 
year. Higher payments in recent months 
by such prominent companies as Chrys- 
ler, du Pont, General Motors and Inter- 
national Paper highlight the trend. 

The table on this page gives recent 
price-earnings statistics for 24 common 
stocks in 6 different industries. Six of 
the stocks recently were selling for more 
than 10 times their earnings in the 12 
months through mid-1950, Traditionally 
a price-earnings ratio of about 10 has 
been considered a normal situation. The 
six stocks are Curtiss-Wright, Douglas 
Aircraft, Dow Chemical, du Pont, Hous- 
ton Oil and Weston Electrical Instru- 
ment. Chemical shares ordinarily sell at 
a relatively high ratio of price to earn- 


ings, due to the prospects for growth 
within the industry. Higher prices for 
aircraft manufacturing shares are a more 
recent product of the re-armament pro- 
gram. 

With respect to some other ratios in 
the statistical table, the question may well 
be asked whether price-earnings ratios 
are once again becoming outmoded—this 
time because of anticipation of a future 
tax on excess profits. Three of the four 
sampled steel issues recently were priced 
at less than 6 times their 12 months’ earn- 
ings. Republic Steel sold recently at 3.9, 
and Bethlehem at 4.4 times earnings. 
The highest ratio among the four motor 
companies is 5.1 for Chrysler. Hudson 
has been priced at only 2.7 and Nash- 
Kelvinator at 3.0 times earnings. 

Although the Dow-Jones market aver- 
age of 30 industrial stocks has attained 
in 1950 its highest level since 1930, and 





has held in this high ground since mid- 
August, the price-earnings ratios cited 
hardly reflect an inflated level of stock 
prices. No effort has been made, in the 
statistical sampling, to handpick issues 
which have not participated in the 1949. 
1950 price rise. Six of the issues in the 
table are included in the Dow-Jones 30- 
stock average. 

In the article on the inside front cover 
of this issue, the relatively high level of 
stock yields in the last three years is 
pointed out. When share prices are com- 
pared with the recent level of earnings. 
the lack of inflation in market quotations 
becomes even more apparent. 





SAMPLED PRICE-EARNINGS RATIOS 


AIRCRAFT MANUFACTURERS 


Earnings 
Per Share Price- 
(latest rept. Price Earnings 


ISSUE 12 Mos.) (9-7-50) Ratio 
Boeing Airplane . $8.97 37% 4.2 
Curtiss-Wright . . 0.85 9, 11.2 
Douglas Aircraft . 8.31 845% 10.2 
United Aircraft. . 4.38 31% te 

AUTOMOBILE 
Chrysler . . . . 13.61 69% SJ 
General Motors. . 18.78 901% 1.8 
Hudson Motor Car 5.62 15% ye 
Nash-Kelvinator . 6.33 19 3.0 
CHEMICAL 
Amer. Cyanamid . 8.19 634% y i 
Dow Chemical . . 5,34 62% 11.8 
du Pont. . . 5.29 17% 14.7 
Freeport Sul. Co. 8.08 66 8.2 


ELECTRICAL EQUIPMENT 


Earnings 
Per Share Price- 
(latest rept. Price Earnings 


ISSUE 12 Mos.) (9-7-50) Ratio 
\llis‘Chalmers . . $7.14 33% 4.6 
General Electric . 5.48 47 8.6 
Square D Company 2.39 19 7.9 
Weston Elec. Instr. 1.69 2914 17.3 

PETROLEUM 
Atlantic Refining . 11.44 59 a2 
Houston Oil. . . 5.23 54% 10.5 
Standard Oil (Ind.) 6.83 54% 8.0 
Texas Co. 9.01 714 7.9 
STEEL 
Bethlehem Steel . 9.40 41 1.4 
Inland Steel . . . 6.17 47% rie 
Republic Steel . . 9.61 37% 3.9 
U. S. Steel . . . 6235 374 5.9 
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Announcements of new listings of securities are confined mainly to a brief description of the | 
issuing corporations’ business and facilities. Detailed information is contained in the Listing | 
Applications which may be obtained from member firms of the New York Stock Exchange. © 
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PITNEY-BOWES, 
INC. 


1.248.483 Shares 


Common Stock, Par $2 


Ticker Symbol: PBI 











sae company’s principal business de- 
veloped from the idea of replacing the 
adhesive postage stamp by means of a 
device, acceptable to the U. S. Post Office 
Department, which would stamp mail with 
in imprint, showing the amount of postage 
paid and the time and place of mailing. 

Around 30 years ago, the principal in- 
terests in two early companies in this field 

Universal Stamping Machine Co. and 
(American Postage Meter Co.—combined 
their efforts and facilities and incorpo- 
rated the Pitney-Bowes Postage Meter Co., 
in Delaware on April 23, 1920, The pres- 
ent name was adopted in 1945, A new 
postage meter and machine were perfected 
soon after incorporation, and the equip- 
ment was formally approved by the Post 
Office late in 1920, pursuant to an Act by 
Congress, authorizing the Postmaster 
General to accept first-class mail matter 
without postage stamps attached. Thus 
“metered mail” came into wide domestic 
use, and soon the Pitney-Bowes meter was 
approved by the British Postage Service, 
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then by Canada, with other countries, 
principally in Central and South America 
later joining the procession. 

The company’s products are used in 
substantially all types of business and in- 
dustry at home, as well as by the U. S. 
Post Office and the postal departments of 
several other countries. Although other 
companies’ meters are in use, Pitney- 
Bowes products are believed to represent 
a majority of postage meter machines em- 
ployed in the United States and Canada. 
The U.S. Post Office Department reported 
that postage paid on metered mail in the 







Pitney-Bowes plant 
at Stamford, Conn. 


fiscal year ended June 30, 1949, amounted 
to more than $500.000.000, accounting for 
36 per cent or more of all domestic postage 
revenue. 

Pitney-Bowes manufacturing is done in 
a plant owned at Stamford, Connecticut. 
Sales-service offices are maintained in 93 
cities of this country and, through a 
Canadian subsidiary, in Canada. Most of 
the parts for the company’s products are 
made in its own machine shop. The plant 
structures include a machine shop, paint 
shop, heat treating rooms, plating shop, 
engraving and assembly departments, tool 
room, model shop, ete. Approximately 
36,000 square feet of floor space is cur- 
rently being added to present plant and 
offices. 

Equipment installed at the plant  in- 
cludes hand and automatic single and 
multi-spindle screw machines, milling ma- 
chines, gear hobblers, profiling machines. 
drill presses, light and heavy punch presses 
and grinding machines. The company is 
equipped for heat treating, brazing, spot 
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and copper welding, and chromium, cop- 
per and nickel plating. Reported sales, 
rental and service income of the company 
for the 12 months ended December 31, 
1949, was $18,466,654, compared with 
$7.583,196 in 12 months ended March 31, 
1946. 

Everyone is familiar with metered mail 
and most businessmen know something 
about Pitney-Bowes postage meters, rang- 
ing from a new small desk-model to a 
high-speed automatic unit that stamps and 
seals 15,000 letters a minute. The com- 
pany now markets five other product lines. 
These include precision mailing scales, 
hand and electric letter opening machines, 
Tickometer counting and imprinting or 
endorsing machines and meters. The com- 
pany is rated as a principal supplier of 
canceling and postmarking machines for 
the U. S. Post Office. 

The company reported that assets. less 
current liabilities, amounting to $10.838,- 
576 on December 31, 1949, the statement 
including the Canadian subsidiary’s assets. 
Consolidated net earnings for 1949 were 
$1,717,062, compared with $1,547,025 for 
1948; and $920,609 for the first six months 
of 1950, in contrast with $757.054 for the 
same 1949 period. 





“Desk model” postage meter, which is only 
slightly larger than a dial phone. It stamps 
and seals all classes of mail. 
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Kansas City 
Power & Light Co. 


$15,000,000 
First Mortgage Bonds, 
234% Series due 1980 


1,906,748 Shares 


Common Stock, No Par 


Ticker Symbol: KLT 








This utility, as well as lowa-lllinois Gas 
and Electric Co. and St. Joseph Light & 
Power Co., which are described on pages 
12 and 13, were all subsidiaries of The 
United Light and Railways Co. prior to 
this year. A fourth former subsidiary in 
the United Light system, lowa Power & 
Light Co., will be described in the October 
issue of THE EXCHANGE. 


ANSAS CITY POWER & LIGHT 

CO. supplies electric service in por- 
tions of 25 counties, 12 in Missouri, eight 
in Kansas, and five in Iowa. The principal 
operations are conducted in the Kansas 
City metropolitan area where the company 
serves Kansas City, North Kansas City and 
a portion of Independence, Mo., together 
with suburban areas in Missouri and Kan- 
sas. Mason City is the largest city served 
in Lowa. 

Natural gas is distributed only in the 
lowa territory. Steam heating service is 
furnished in downtown Kansas City, Mis- 
souri, and a limited amount of hot water 
heating service is supplied in the business 
section of Mason City. Water is sold in 
three small municipalities, one in Missouri 
and two in Kansas. In 1949 approximately 
92 per cent of the company’s gross operat- 
ing revenues was derived from its electric 
business and 5.5 per cent from its natural 
gas business. 


Industries Served 


Greater Kansas City, not all of which is 
served by the company, has a population 
of approximately 800,000. It is a rail and 
air transportation center and a retail, job- 
bing and distribution center, serving a 
large area chiefly to the south and west. 
It is one of the most important livestock 
and meat packing centers in this country. 
Grain storage and flour milling are also 
important activities. Other industries in- 





Sky-line view of Kansas City, Mo. 


clude two oil refineries, several auto as- 
sembly plants and a steel mill. 

While Kansas City, Mo., and some of 
the adjacent areas served by the company 
are thickly populated, the remainder of the 
company’s service territory in Missouri 
and Kansas is chiefly agricultural. 

Growth of the company is evidenced by 
the following statistics: 


1949 1940 
Utility Plant . . . $ 125,875,584 $ 85,657,033 
Operating Revenues 29,678,068 16,918,188 


Electric Sales (kwh) —1.322,681,092 
5,879,865 
203,957 
10,287 


726,753,368 
1,084,542 
159,511 
6.954 


Gas Sales (mcf). 
Electric Customers . 


Gas Customers 


Since the end of World War II, the 
company has been engaged in an active 
construction program. Additions for the 


six years 1947 to 1952, inclusive, are esti- 
mated at approximately $83,600,000. Of 
this amount $40,200,000 had been com- 
pleted at the end of 1949, 

Substantially all of the electricity sold 
by the company is generated in its own 
plants. At Kansas City two plants are 
operated. Northeast Station with a total 
nameplate rating of 179,750 kilowatts and 
Grand Avenue Station with a total name- 
plate rating of 148,000 kilowatts. Con- 
struction of Hawthorn Station, a new 
132,000-kilowatt steam-electric generating 
plant was begun early in 1949. The first 
of two 66,000-kilowatt turbogenerators is 
scheduled for service in February, 1951, 
and the second unit of the same size about 
six months later. Hawthorn Station will 
increase the Kansas City power supply by 
more than 40 per cent, bringing the total 
rated capacity of the three stations to 
159,750 kilowatts by the end of 1951. 

Kansas City Power & Light Company is 
interconnected through a_ 154,000-volt 
transmission line with facilities of com- 
panies at St. Joseph, Mo. and Des Moines 
and Davenport, Ia., which, until recently 
separated from The United Light and Rail- 
ways Company, were formerly affiliates. 

Operating revenues for the twelve 
months ended June 30, 1950, were re- 
ported at $30,393,688. Net income after 
dividends on preferred stock was $3,918,- 
770, or $2.05 per share on 1,906,748 
shares of common stock outstanding. The 
present dividend rate on common stock is 
equivalent to $1.60 per share annually. 








Hawthorn Station of Kansas City Power & Light, which is under construction on the 
Missouri River 7 miles from Kansas City. The station will have a capacity of 132,000 kw- 
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lowa-lllinois Gas 
& Electric Company 


1,904,003 Shares 


Common Stock, No Par 


Ticker Symbol: ILG 











- ip eee Gas and_ Electric 
Company is a combined steam-electric 
and natural gas utility distributing both 
electric energy and natural gas to a popu- 
lation of 287,737 in Rock Island, Moline 
and East Moline and adjoining communi- 
ties in Illinois, and in Davenport, Iowa 
City, Fort Dodge and adjoining communi- 
ties in Iowa, and natural gas only to an ad- 
ditional population of 112,961 in Cedar 
Rapids, Marion and Ottumwa, Iowa. The 
first four mentioned constitute a single 
metropolitan area on the Mississippi 
River, known as the “Quad-Cities.” The 
Company’s service areas are all located in 
the most productive and richest agricul- 
tural region of the United States. In ad- 
dition to being the trade center for this 
region, “Quad-Cities” is an important in- 
dustrial community. 

The company’s capitalization is simple, 
consisting of two series of 234% First 
Mortgage Bonds maturing in 1977 and 
1979, and aggregating $32,000,000, and 
1,904,003 common shares of no par value 
with an aggregate of capital and earned 
surplus of $23,981,368 as of July 31. Thus, 
bonds represent about 57 per cent and 
common equity 43 per cent of total capi- 
talization. Plant account as of July 31 
amounted to $64,486,881, carried at origi- 
nal cost. 


Electric Capacity 


The company owns four steam-eleciric 
generating stations having a combined 
one-hour maximum capacity of 219,425 
kw, including 56,000 kw put into service 
in 1949. The maximum one-hour system 
load to date is 146,434 kw so the margin 
of reserve is presently over 50 per cent. 
[he company’s four generating stations 
ire interconnected by 161 kv transmission 
line with the facilities of lowa Power and 
Light Company at Des Moines, St. Joseph 
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Light and Power Company at St. Joseph, 
Missouri, and Kansas City Power and 
Light Company at Kansas City, Missouri. 
Coal and dump natural gas are used as 
fuel in the generating stations and during 
the year 1949 72.4 per cent of total fuel 
was gas, costing 13 cents per Mcf, or about 
one-half the unit energy cost of coal. 

Natural gas is supplied to the eastern 
districts of the company by Natural Gas 
Pipeline Company of America, and to the 
Fort Dodge District by Northern Natural 
Gas Company. 

The amount of gas available from the 
pipelines has been restricted since 1945 


to the increase in population as the Com. 
pany has not added to its service area. The 
revenues from residential, commercial and 
industrial customers in the year 1949 are 
shown in the accompanying table. 


Industries Served 


A very substantial part of industrial 
revenues is derived from the farm imple- 
ment industries. However, Alcoa’s alumi- 
num sheet and plate mill recently com- 
pleted near Davenport, Ia., affords a very 
large and increasing element of diversifi- 
cation. 

The company brings through as net in- 











__ Electric = | _Gas_ 
Dollars Dollars Combined 
(000) Per Cent (000) Per Cent Per Cent 
Residential Customers $ 3,301 32.6 $ 4,331 56.9 42.9 
Commercial Customers . . . 2,888 28.3 1,045 13.8 22.1 
Industrial Customers : : 3,995 39.1 2,231 _ 29.3 35.0 
Totals $10,184 100.0 $ 7,607 100.0 100.0 














due to the inability of these companies to 
get sufficient pipe to keep up with the 
soaring demands. Present construction 
plans of pipeline companies, if carried 
out, will apparently permit lifting of re- 
strictions in 1951. 

The number of customers receiving elec- 
tric service increased by about 20 per cent 
in seven years from 71,881 at the end of 
1942 to 86,379 at the end of 1949. The 
number of gas customers increased by 
about 22 per cent in the same period from 
74,672 at the end of 1942 to 91,424 at the 
end of 1949. The increases in the number 
of customers correspond approximately 


come a large percentage of gross revenue, 
and operating income bears a relatively 
high percentage relationship to investment, 
making particularly important a compari- 
son of its service rates with other com- 
panies in the United States and in the 
states of Iowa and Illinois. The com- 
pany’s residential rate in Davenport, Ia., 
places it in the lowest one-sixth of all 
cities in the United States of over 50,000 
population. Residential and commercial 
rates are also among the lowest in the 
states of Iowa and Illinois. Industrial 
rates are generally lower than those of 
other cities in these two states. 








Riverside Station of lowa-Illinois Gas and Electric Company near Davenport, Ia. 
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St. Joseph Light 
& Power Company 


317,792 Shares 
Common Stock, No Par 


Ticker Symbol: SAJ 











HE St. Joseph Light & Power Com- 

pany is an operating public utility 
engaged in the production, transmission, 
distribution and sale of electric energy, 
in the operation of passenger transporta- 
tion facilities, in the production, distribu- 
tion and sale of steam for heating and 
industrial purposes and in the distribution 
and sale of natural gas. 

The company’s operations are wholly 
within the State of Missouri and the City 
of St. Joseph is the largest city served. 
St. Joseph, the third largest city in 
Missouri, is the county seat of Buchanan 
County. It is the center of an impor- 
tant agricultural area. In the city and 
its environs are a number of industrial 
enterprises, including meat packing, flour 
and feed milling, cereal and stationery 
manufacturing. The city is also a railroad 
center and a distribution point for farm 
and manufactured products. 

The territory served with electric en- 
ergy includes the City of St. Joseph and 
environs, 36 other incorporated communi- 
ties, as well as unincorporated communi- 
ties and rural territory in northwest Mis- 
sourl. 


Distribution of Customers 


The company serves approximately 
37,600 customers, of whom approximately 
24,600 are located in St. Joseph and en- 
virons. The company furnishes electrical 
energy at wholesale to three rural electric 
cooperatives, to two non-affiliated electric 
companies and to one municipal distribu- 
tion system. 

The company’s operating revenues are 
over $5,500,000 a year with earnings per 
share available for common stock of $2.02 
for the year ended June 30, 1950. The 
total assets of the company are in excess 
of $22,600,000. 

At December 31, 1949, approximately 
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New 33,000-kva. substation at Lake Road Plant, southwest of the city limits of St. Joseph. 


84 per cent of the company’s tangible 
utility plant was represented by electric 
property, 9 per cent by transportation 
property, 6 per cent by steam property and 
1 per cent by gas property. 

The company’s present generating sta- 
tions, Edmond Street Plant located in St. 
Joseph and the Maryville, Mo., Plant, con- 
tain eight generating units with a total 
name plate rated capacity of 45,020 kw. 
These plants use natural gas. 

Since the war, the St. Joseph Light & 
Power Company has embarked upon the 
most extensive construction program in its 
history. This program is already more 
than two-thirds completed. 

The company has under construction, 
and scheduled for completion early in 
1951, an additional boiler and an auto- 
matic extraction and condensing type-gen- 
erating unit rated at 20,000 kw. capacity 


at its Lake Road Plant. This, added to the 
present 45,020 kw., will make a total of 
65,020 kw. 

High voltage transmission lines inter- 
connecting the facilities of the company 
with those of formerly affiliated companies 
located at Davenport and Des Moines, Ia., 
Kansas City, Mo., and Fort Scott, Kan., 
were completed in the summer of 1948 
and a Power Pool was established. 

The transportation department of the 
company operates electric trolley coaches 
and gasoline motor coaches principally 
within the corporate limits of St. Joseph, 
and over feeder lines extending beyond 
the city limits at three points. 

Steam operations consist of supplying 
steam for heating purposes in the down- 
town business sections of St. Joseph and 
Maryville and for industrial purposes to 
a few large industrial concerns. 





Aerial view of the Edmond Street Plant, located in St. Joseph on the Missouri River. 


13 


securities are listed on the New York Stock Exchange 


Nhat does this mean to WOU? 


Hundreds of America’s foremost corpo- 


rations have qualified, under Federal 
laws and the regulations of the New 
York Stock Exchange, for listing of 
their securities on the Exchange. They 
do so, primarily, because of the benefits 
to their stockholders, and to investors 


generally. 


Listing on the Exchange provides a 
national market place for the security. 
Bids to buy and offers to sell from all 
over the country can meet in one: place. 
Through his representative on the Ex- 
change floor, the investor who wishes 
to purchase the security meets the 
greatest possible number of sellers—the 
investor who wishes to sell meets the 


greatest possible number of purchasers. 


Listing assures buyer and seller alike 
of the best available price. On the Ex- 
change, prices are determined openly, 
by competitive bidding—and the rise 
or fall of prices represents the will of 


the majority trading at that time. 


Listing means prompt publication of 
prices. As soon as a transaction is com- 
pleted, price and volume are broadcast 
across the nation by means of the ticker 


tape. 


Listing means regular disclosure of 
essential facts about the company. Be- 
fore any company lists its securities on 
the New York Stock Exchange, it agrees 
to publish regularly essential informa- 


tion about its operations and financial 


condition—information which is funda- 


mental to a sound investment decision. 


These are not the only advantages of 
a listed security, by any means. They 
are, however, sufficient to indicate why, 
for 158 years, the New York Stock Ex- 
change has performed a necessary 


service for the investors of America. 








